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CQHNREZNICK
ACCOUNTING TAX ADVISORY

Independent Auditors Report

To the Board of Directors

Enterprise Equities Inc

Columbia Maryland

Report on Financial Statements

We have audited the accompanying balance sheet of Enterprise Equities Inc

the Company wholly-owned subsidiary of Enterprise Ownership Inc for the year

ended December 31 2012 and the related statements of income changes in

stockholders equity and cash flows for the year then ended that are filed pursuant to

Rule 17a-5 under the Securities Exchange Act of 1934 and the related notes to the

financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these

financial statements in accordance with accounting principles generally accepted in the

United States of America this includes the design implementation and maintenance of

internal control relevant to the preparation and fair presentation of financial statements

that are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based

on our audit We conducted our audit in accordance with auditing standards generally

accepted in the United States of America Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the

amounts and disclosures in the financial statements The procedures selected depend

on the auditors judgment including the assessment of the risks of material

misstatement of the financial statements whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the financial statements in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control

Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall

presentation of the financial statements
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We believe that the audit evidence we have obtained is sufficient and appropriate

to provide basis for our audit opinion

Opinion

In our opinion the financial statements referred to above present fairly in all

material respects the financial position of Enterprise Equities Inc as of December 31

2012 and the results of its operations and its cash flows for the year then ended in

conformity with accounting principles generally accepted in the United States of

America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial

statements as whole The information contained in Schedule is presented for

purposes of additional analysis and is not required part of the financial statements but

is supplementary information required by Rule 7a-5 under the Securities Exchange Act

of 1934 Such information is the responsibility of management and was derived from

and relates directly to the underlying accounting and other records used to prepare the

financial statements The information in Schedule has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional

procedures including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the financial statements or to

the financial statements themselves and other additional procedures in accordance

with auditing standards generally accepted in the United States of America In our

opinion the information in Schedule is fairly stated in all material respects in relation to

the financial statements as whole

Bethesda Maryland

February 2013
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Balance Sheet

December 31 2012

Assets

Cash

Prepaid expenses and other assets

Income tax refund receivable

Total assets

Liabilities and Stockholders Equity

Liabilities

Due to Enterprise Community Investment Inc

Total liabilities

Stockholders equity

Common stock par value $1 per share

authorized issued and outstanding 1000 shares

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

See notes to financial statements

212302
15567
3.472

231341

42288

42288

1000
49000

139053

189053

231341
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Statement of Operations

Year ended December 31 2012

Revenue

Consulting fee income

Total revenue

Operating expenses

Payroll and benefits

Other operating expenses
Licenses and membership fees

Professional fees

Total operating expenses

Income before taxes

Income tax expense

Net income

309710

309710

232209
32044
20095
18250

302598

7112

7112

See notes to financial statements
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Statement of Changes in Stockholders Equity

Year ended December 31 2012

Balance December 31

2011 1000 49000 139053 189053

Net income

Balance December 31

2012 1000 49000 139053 189053

See notes to financial statements
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Statement of Cash Flows

Year ended December 31 2012

Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash used in

operating activities

Changes in assets and liabilities

Increase in prepaid expenses and other assets

Decrease in income tax refund receivable

Decrease in due to Enterprise Community Investment Inc net

Net cash used in operating activities 13979

Cash beginning of year

Cash end of year

Supplemental disclosure of cash flow information

Payments made for income taxes

See notes to financial statements

226281

212302

2995

118
253

141 14
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Notes to Financial Statements

December 31 2012

Note Organization and Summaryof Significant Accounting Policies

Organization and Business

Enterprise Equities Inc we or us is incorporated in the State of Delaware and is

wholly-owned subsidiary of Enterprise Ownership Inc EOl Enterprise Equities

Inc was previously wholly-owned subsidiary of Enterprise Community Investment

Inc Enterprise As part of reorganization at Enterprise all shares of Enterprise

Equities Inc were transferred from Enterprise to EOI effective July 2012

Enterprise is the sole stockholder of EOl Enterprise Community Partners Inc

nonprofit publicly supported charitable foundation is the sole stockholder of

Enterprise

We were established as captive broker-dealer registered with the Securities and

Exchange Commission SEC for the purpose of selling direct participation equity

interests in real estate limited partnerships We are member of the Financial

Industry Regulatory Association FINRA Our business is conducted primarily

through Enterprise as we have no employees of our own

We are registered FINRA Broker Dealer in twenty-nine states throughout the

United States of America and the District of Columbia

Use of Estimates

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and judgments that affect the reported amounts of assets and liabilities

and disclosures of contingencies at the date of the financial statements and

revenues and expenses recognized during the reporting period Actual results could

differ from those estimates

Cash Equivalents

All highly liquid investments with original maturities of three months or less are

considered to be cash equivalents As of December 31 2012 we had no items that

could be considered cash equivalents

Consulting Fee Income

Consulting fee income is recognized as earned when services are provided
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Notes to Financial Statements Continued

December 31 2012

Note Income Taxes

We have an unwritten tax-sharing agreement with EOl Pursuant to the unwritten

agreement we are included in the consolidated federal income tax return filed by

EOI and we pay or receive an amount equal to the federal income tax expense or

benefit we would have recognized had we filed separate federal income tax return

Income tax expense incurred for the year ended December 31 2012 was $7112
Taxes are primarily composed of minimum state franchise taxes not based on

income

Our federal tax returns including those filed as part of the consolidated Enterprise or

EOI returns remain subject to examination for 2008 and subsequent years We also

generally remain subject to the examination of our various state income tax returns

for period of four to five years from the date the return was filed

In accordance with the accounting guidance for uncertainty in income taxes we

have examined the likelihood that our tax positions would be challenged in an audit

conducted by the taxing authorities We believe that it is more likely than not that our

tax positions would withstand audit and as result we have recorded no liability for

taxes interest or penalties that result from uncertain tax positions

Note Net Capital Requirement

We are required to comply with the Uniform Net Capital Rule of the Securities and

Exchange Commission SEC This rule prohibits us from engaging in any securities

transaction should aggregate indebtedness exceed 15 times net capital as those

terms are defined in the rule or if net capital falls below the required amount of

$5000 We may declare dividends or acquire certain non-liquid assets only to the

extent that net capital is in excess of such requirements In computing net capital

items not readily convertible into cash are excluded At December 31 2012 our net

capital was $159646 which was $154646 in excess of its minimum requirement of

$5000

Note Exemption from Rule 15c3-3

We are claiming an exemption under Rule 5c3-3k2i from the requirements of

computing the reserve requirements and presenting information for possession or

control requirements
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Enterprise Equities mc
Wholly-Owned Subsidiary of Enterprise Ownership Inc

Notes to Financial Statements Continued

December 31 2012

Note Due to Enterprise Community Investment Inc

We have consulting agreement with Enterprise under which we provide advice to

Enterprise with respect to structuring real estate transactions and offerings designed

to promote and develop affordable housing Costs incurred by us for the benefit of

Enterprise are charged to Enterprise During the year ended December 31 2012

these costs totaled $309710 The agreement with Enterprise will continue until

terminated by either us or Enterprise with 30 days notice

As we have no employees of our own all of our costs are paid for by Enterprise and

we reimburse Enterprise or its affiliates for the costs incurred on behalf of us Payroll

and benefit costs are allocated to us based on the time spent in performing these

activities by Enterprises employees All other costs incurred with Enterprise are

allocated to us on an actual or usage basis

The amount due to Enterprise is non-interest bearing and payable on demand

Additionally any and all amounts owed to Enterprise and/or its affiliates are

subordinate to all of our other debt and obligations to other parties As of December

31 2012 $42288 is due to Enterprise

Note Major Customer

Our sole source of revenue is through selling direct participation equity interests in

real estate limited partnerships to Enterprise via our consulting agreement with

Enterprise as identified in Note

Note Subsequent Events

Events that occur after the balance sheet date but before the financial statements

were available to be issued must be evaluated for recognition or disclosure The

effects of subsequent events that provide evidence about conditions that existed at

the balance sheet date are recognized in the accompanying financial

statements Subsequent events which provide evidence about conditions that

existed after the balance sheet date require disclosure in the accompanying notes

Management evaluated the activity of the Company through February 2013 the

date the financial statements were available to be issued and concluded that no

subsequent events have occurred that would require recognition in the financial

statements or disclosure in the notes to the financial statements
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Enterprise Equities Inc

Wholly-Owned Subsidiary of Enterprise Ownership Inc

Schedule Computation of Net Capital Under Rule 15c3-1 of the

Securities and Exchange Commission

December 31 2012

Aggregate indebtedness

Accounts payable and accrued expenses

Total aggregate indebtedness

Net capital

Credit items

Common stock

Additional paid-in capital

Retained earnings

Debit items

Prepaid expenses and other assets

FINRA depository

Net capital

Computation of basic net capital requirement

Minimum net capital required greater of 6-2/3% aggregate

indebtedness or $5000 minimum dollar net capital requirement

Excess of net capital over minimum net capital

Net capital less greater of 10% aggregate indebtedness

or 120% of $5000 minimum net capital required

Ratio of aggregate indebtedness to net capital

There are no differences between this computation and that filed by us on

17A-5 FOCUS filing as of December 31 2012

42288

42288

1000
49000

139053

189053

15567
13840

29407

159646

5000

154646

153646

26.5%

SEC Form
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COHNREZNICK
AcCOUNTNG TX ADViSORY

Independent Auditors Report on Internal Control

Required by Securities and Exchange

Commission SEC Rule 7a-5g1

To the Board of Directors

Enterprise Equities Inc

Columbia Maryland

In planning and performing our audit of the financial statements of Enterprise

Equities Inc the Company wholly-owned subsidiary of Enterprise Ownership Inc
as of and for the year ended December 31 2012 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing an opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange

Commission SEC we have made study of the practices and procedures followed by

the Company including consideration of control activities for safeguarding securities

This study included tests of such practices and procedures that we considered relevant

to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a1
and for determining compliance with the exemptive provisions of Rule 15c3-3 Because

the Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System

The management of the Company is responsible for establishing and maintaining

internal control and the practices and procedures referred to in the preceding

paragraph In fulfilling this responsibility estimates and judgments by management are

required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs above
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mentioned objectives Two of the objectives of internal control and the practices and

procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g
lists additional objectives of the practices and procedures listed in the preceding

paragraph

Because of inherent limitations in internal control and the practices and

procedures referred to above error or fraud may occur and not be detected Also

projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

deficiency in internal control exists when the design or operation of control

does not allow management or employees in the normal course of performing their

assigned functions to prevent or detect and correct misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control

that is less severe than material weakness yet important enough to merit attention by

those charged with governance

material weakness is deficiency or combination of deficiencies in internal

control such that there is reasonable possibility that material misstatement of the

Companys financial statements will not be prevented or detected and corrected on

timely basis

Our consideration of internal control was for the limited purpose described in the

first and second paragraphs and would not necessarily identify all deficiencies in

internal control that might be material weaknesses We did not identify any deficiencies

in internal control and control activities for safeguarding securities that we consider to

be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives

referred to in the second paragraph of this report are considered by the SEC to be

adequate for its purposes in accordance with the Securities Exchange Act of 1934 and

related regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices

and procedures as described in the second paragraph of this report were adequate at

December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of

Directors management the SEC the Financial Industry Regulatory Authority Inc and

other regulatory agencies that rely on Rule 7a-5g under the Securities Exchange Act
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of 1934 in their regulation of registered brokers and dealers and is not intended to be

and should not be used by anyone other than these specified parties

Bethesda Maryland

February 2013
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COHN REZNICK
ACCOUNTING TAX ADVISORY

Independent Member of Nexia International

cohnreznick.com


